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TAGS: ECON IS 
SUB J : PRICES SOAR IN APRIL 

1 . BEGIN UNCLASSIFIED: 

THE ISRAEL CONSUMER PRICE INDEX (CPI) ROSE 5.5 

PERCENT IN APRIL ACCORDING TO CENTRAL BUREAU OF 

STATISTICS. THE INDEX IS NOW AT 189.4 (1976 AVERAGE- 

100); SINCE THE BEGINNING OF THE YEAR, IT HAS RISEN 

13.7 PERCENT. THE APRIL SURGE IN PRICES TOOK MOST OBSERVERS 

BY SURPRISE SINCE THE INDEX WAS EXPECTED TO RISE BY 

AT MOST 3 PERCENT. 

2. IT IS NOTEWORTHY THAT MUCH OF THE APRIL RISE WAS 
DUE TO INCREASES IN PRICES OF HOUSING AND CLOTHING. 

BOTH CATEGORIES REPORTEDLY WERE SUBIECT TO SPECIAL 
FACTORS (SEASONAL IN CLOTHING AND A QUARTERLY SURVEY 
REFLECTING COST INCREASES BACK TO OCTOBER IN 
HOUSING). HOWEVER, THERE MAY ALSO HAVE BEEN SOME 
EMERGING ELEMENTS OF DEMAND-PULL ON PRICES REINFORCING 
THE COST-PUSH INFLATION WHICH HAS CHARACTERIZED THIS 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 
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ECONOMY FOR SEVERAL YEARS. 

3. MINISTRY OF FINANCE ECONOMIC ADVISOR DAVRATH TOLD 
REPORTERS (AND REITERATED TO US) THAT HE EXPECTED THE 
INFLATION RATE TO MODERATE IN COMING MONTHS, WITH THE 
CPI INCREASING ONLY 7 TO 8 PERCENT IN THE MAY- 
SEPTEMBER PERIOD. HE PUBLICLY CLAIMED THAT THE 
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TREAUSURY PREDICTION OF A 30 TO 32 PERCENT INFLATION 
RATE FOR 1978 IS STILL VALID. END UNCLAS 

4. BEGIN LIMITED OFFICIAL USE: 

DAVRATH HAS TOLD US PRIVATELY THAT THE 30 TO 32 
PERCENT PREDICTION IS BASED ON A LIST OF OPTIMISTIC 
ASSUMPTIONS AND IS IN FACT A BEST CASE PROJECTION. 

EVEN THIS IS A GRADUAL EROSION OF THE ESTIMATE HIS 
SUPERIORS HAVE BEEN USING (UNDER 30 PERCENT). DAVRATH 
SAYS THAT THE PROJECTION IS KEPT ON THE LOW SIDE TO 
DAMPEN EXPECTATIONS OF LABOR AND BUSINESS. IT IS DE- 
BATABLE WHETHER IT ACHIEVES THAT END. WE AGREE WITH 
OTHER OBSERVERS THAT AN INFLATION RATE OF 35 TO 40 
PERCENT IS MORE REALISTIC. LEWIS 


LIMITED OFFICIAL USE 
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